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SUB J : BIDDERS FOR SECOND NIGERIAN REFINERY DOWN TO FOUR 
REF: LAGOS 8812 NOT AL 

1. FOSTER WHEELER HAS INFORMED EMBASSY THAT FIRM HAS IN FACT 
BEEN ELIMINATED FROM COMPETING FOR CONTRACT TO BUILD THE 
SECOND NIGERIAN REFINERY. DURING AMIABLE DISCUSSION WITH FW 
REP (NOW RESIDENT LAGOS), PROJECT MANAGER KUFEJI MADE CLEAR 
THAT ELIMINATION WAS DUE TO FW’S WELL UNDERSTOOD RELUCTANCE 
TO MAKE LUMP-SUM BID. RE ASKED KUFEJI IF HE WASN'T CONCERNED 
THAT ONLY REMAINING BIDDERS WERE FRENCH AND ITALIAN COMPANIES. 
KUFEJI REPLIED THAT SO LONG AS THE FIRMS ARE CAPABLE, WHY SHOULD 
NIGERIA CARE WHO WANTS TO SUBSIDIZE THE REFINERY. 
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2. FW ELIMINATION CONFIRMS INFO GIVEN EMBASSY BY GERMAN FIRM 
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THYSSEN STAHLUION TECHNIK THAT THE FOUR REMAINING BIDDERS ARE 
HEURTEY, SNAM PROGETTI, TECHNIP PETROLE, AND JOINT VENTURE 
OF TST AND CTIP, AN ITALIAN FIRM OWNED BY ARTHUR M. KCKEE 
AND COMPANY. SINCE MCKEE IS THEREFORE ONLY US FIRM WITH ANY 
CHANCE OF BEING INVOLVED IN THE CONSTRUCTION CONTRACT 
(AND THEREBY MAXIMIZING OPPORTUNITY FOR EXPORT OF US 
COMPONENTS), EMBASSY REQUESTS DEPARTMENT OF COMMERCE TO 
CONSULT WITH MCKEE HOME OFFICE (INDEPENDENCE, OHIO, 216/524- 
9300) AND DETERMINE IF THERE IS SOME WAY EMBASSY AND DEPARTMENT 
COOPERATION WOULD IMPROVE CHANCES OF SUCCESS FOR THE TST-MCKEE- 
CTIP JOINT VENTURE. PLEASE ADVISE. 

3. EMBASSY PRESENTLY UNAWARE ANYTHING WE CAN DO FOR MCKEE, BUT 
AT SOME POINT EMBASSY REPRESENTATIONS TO FMG MIGHT HELP. WE 
WILL REESTABLISH AND MAINTAIN CONTACT WITH TST REP (A UK 
NATIONAL) WHEN HE TAKES UP RESIDENCE HERE NEXT MONTH. 

4. COMMENT. MCKEE'S BIG PROBLEM, LIKE FOSTER WHEELER, IS 
UNDOUBTEDLY NIGERIAN INSISTENCE ON LUMP-SUM BID TOGETHER WITH 
EXPECTION, THAT FRENCH AND ITALIAN FIRMS KINCLUDING CTIP?) 

CAN BENEFIT FROM GOVERNMENT INSURANCE AGAINST INFLATION AND/OR 
EXPORT SUBIDIES. FW, TST, AND OTHERS HAVE ARGUED THAT 
NIGERIANS WILL ATTRACT BETTER BIDDERS AND IN LONG RUN SPEND LESS 
MONEY IF COST PLUS APPROACH USED, BUT THE NIGERIANS RESIST THIS 
RIGHTLY OR WRONGLY FOR A MIXTURE OF THE FOLLOWING REASONS: 

(1) SINCE PROJECT HAS HIGHEST PRIORITY, NIGERIANS WANT TO PRECLUDE 
DELAYS AND COST DISPUTES IN LATER STAGES AND BELIEVE ALL DETAILS 
MUST THEREFORE BE PINNED DOWN IN ADVANCE. (W) SINCE A FEW 
FIRMS APPEAR WILLING TO MAKE LUMP-SUM BID, SOME NIGERIANS 
(NOT NECESSARILY THE TECHNICALLY ORIENTED PEOPLE CLOSEST TO 
THE PROJECT) MISTRUST THE SERIOUSNESS OF FIRMS WHO ARE 
UNWILLING, (3) IF THE WILLING FIRMS CAN OBTAIN EXPORT AIDS 
FROM THEIR GOVERNMENTS THAT CAN ONLY BE TO NIGERIA'S ADDED 
ADVANTAGE, (4) ADMINISTRATION OF THE TURN-KEY PROJECT APPEARS 
SIMPLER THE MORE RESPONSIBILITY RESTS ON THE CONTRACTOR RATHER 
THAN BEING SHARED WITH CONSULTANTS. (5) NIGERIANS DISTRUST 
EACH OTHERS' AND OUTSIDERS’ MOTIVES; FIXED COST CONTRACT APPEARS 
TO RESTRAIN ACTIVITIES OF MIDDLEMEN AND TO MINIMIZE FUTURE 
MISREPRESENTATION. (6) PHILOSOPHY GAINED GROUND IN NIGERIA 
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THAT GOVERNMENTS OF INDUSTRIALIZED COUNTRIES SHOULD 
SAFEGUARD DEVELOPING COUNTRIES AGAINST INFLATION SO LONG AS 
OIL-PRODUCING COUNTRIES AREEXPECTED TO STABILIZE PRICE OF CRUDE 
OIL (SEELAGOS 8957). (7) SINCE LUMP-SUM BIDDING DOES IN FACT 
FAVOR CERTAIN BIDDERS, THEIR SUPPORTERS (INCLUDING THE FRENCH 
CONSUT ANTB EICIP?) PROBABLY HAVE SOUGHT TO GET THIS PRINCIPLE 
ESTABLISHED FOR THEIR OWN COMMERCIAL ADVANTAGE. 

REINHARDT 


Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 



Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 


LIMITED OFFICIAL USE 


NNN 


Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 



Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 


Message Attributes 


Automatic Decaptioning: X 
Capture Date: 01 JAN 1994 
Channel Indicators: n/a 
Current Classification: UNCLASSIFIED 

Concepts: PROPOSALS (BID), PETROLEUM REFINING, PROGRAMS (PROJECTS) 

Control Number: n/a 
Copy: SINGLE 
Draft Date: 27 SEP 1974 
Decaption Date: 01 JAN 1960 
Decaption Note: 

Disposition Action: RELEASED 
Disposition Approved on Date: 

Disposition Authority: izenbeiO 
Disposition Case Number: n/a 
Disposition Comment: 25 YEAR REVIEW 
Disposition Date: 28 MAY 2004 
Disposition Event: 

Disposition History: n/a 
Disposition Reason: 

Disposition Remarks: 

Document Number: 1974LAGOS09131 

Document Source: CORE 

Document Unique ID: 00 

Drafter: n/a 

Enclosure: n/a 

Executive Order: N/A 

Errors: N/A 

Film Number: D740275-1151 
From: LAGOS 
Handling Restrictions: n/a 
Image Path: 

ISecure: 1 

Legacy Key: Iink1974/newtext/t1974098/aaaaagps.tel 

Line Count: 115 

Locator: TEXT ON-LINE, ON MICROFILM 
Office: ACTION AF 

Original Classification: LIMITED OFFICIAL USE 
Original Handling Restrictions: n/a 
Original Previous Classification: n/a 
Original Previous Handling Restrictions: n/a 
Page Count: 3 

Previous Channel Indicators: 

Previous Classification: LIMITED OFFICIAL USE 
Previous Handling Restrictions: n/a 
Reference: LAGOS 8812 NOTAL 
Review Action: RELEASED, APPROVED 
Review Authority: izenbeiO 
Review Comment: n/a 
Review Content Flags: 

Review Date: 02 MAY 2002 
Review Event: 

Review Exemptions: n/a 

Review History: RELEASED <02 MAY 2002 by ifshinsr>; APPROVED <06 MAR 2003 by izenbei0> 

Review Markings: 

Declassified/Released 
US Department of State 
EO Systematic Review 
30 JUN 2005 


Review Media Identifier: 

Review Referrals: n/a 
Review Release Date: n/a 
Review Release Event: n/a 
Review Transfer Date: 

Review Withdrawn Fields: n/a 
Secure: OPEN 
Status: NATIVE 

Subject: BIDDERS FOR SECOND NIGERIAN REFINERY DOWN TO FOUR 
TAGS: ENRG, BEXP, Nl 
To: STATE 
Type: TE 

Markings: Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 


Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 



